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Principles of Need
Analysis

a Family has primary responsibility to pay for
educational costs

d Student and parents are expected to
contribute to the extent they are able

a Family should be accepted in its present
financial condition

d Families should be evaluated in an equitable
and consistent manner
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Need Analysis Concepts

O Need-based funds are available to
assist with educational costs that
exceed the family’s ability to pay

aFM assesses strength at the time of
application

QFamily resources are devoted first to
basic subsistence
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Need Analysis Concepts

QdBeyond basic needs, families can
exercise discretion

aFM allowances protect family resources
— Basic needs
— Non-education related discretionary costs

dFM measures discretionary resources

— Establishes a portion available for
education
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d Number in Household
— Number in College

d Taxed and Untaxed income
— Taxes paid

dInvestments

QAge of the older parent

O Number of wage earners
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How is EFC Determined?

d Three distinct FM
formulas
— Regular
— Simplified
— Automatic zero
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Simplified Formula

dAssets not considered

— Parents’ AGI or earnings from work <
$50,000 and

— Neither parents nor student required to file
IRS form 1040
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A:itomatic Zero

QEFC is automatically zero if

— Parents’ AGI or income earned from work
is $15,000 or less and

— Neither parents nor student required to file
IRS form 1040
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ng is EFC Determined?

A Three Federal Methodology (FM)
models

— Dependent student
— Independent student

— Independent student with dependents
other than a spouse
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Independent Students

d Independent Students without Dependents
other than a spouse

— Applies to single and married independent
students

— These students may NOT qualify for auto
zero EFC

— These students may qualify for simplified
formula

« Student (and spouse) AGI or earnings from
work < $50,000 and

« Student (and spouse) not required to file IRS
form 1040
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Independent Students

dIndependent Students with Dependents
other than a Spouse

— Analysis looks much like that of parents of
dependent students

— Can qualify for Auto Zero EFC if

» Student’s (and spouse’s) AGI or income earned
from work is $15,000 or less and

« Student (and spouse) not required to file IRS
form 1040
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Independent Students

— These students may
qualify for simplified
formula

 Student (and
spouse) AGI or
earnings from
work < $50,000
and

 Student (and
spouse) not

required to file
IRS form 1040
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T::eatment of Income in
FM

d Total Income:

Base year income from all taxable and
untaxable sources

-Exclusions (FAFSA Worksheet C)

=Total Income
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2004-2005 EFC FORMULA [[N: DEPENDENT STUDENT

PARENTS' INCOME IN 2003

REGULAR
WORKSHEET
Page 1

1. Parents AdustedGross hcome (FAFSAGAR #73)
{Ifnegatrve, enter zero. )
2. a Father'sincome eamed fmom work
FAFSA/SAR #76) 48,000
2. b. Mather's income eamed from work 0
(FAFSASAR#TT) +

Tolal parents’ income eamed from work

3. Parents Taxable Income
(Iftax filers, enter he amourt fom line 1 above
If non-ax filers, enter the amount from line 2)*

/—ff.-f«"' /EA’ 2

_

_
x,?/j;/’;f 7 //.:"A"-'

4. Untaxed income and benefits

+ Tatal from FAFSA Workshest A 0
(FAFSASAR #73)
« Total from FAFSA Worksheet B
(FAFSASAR #79) + 650
Tota urtaxed income and benefits =

1// 7

650

8. Taxable andurtaxedincome(sum ofline 2 and line 4)

48,546

6. Tota mom FAFSA Worksheet C (FAFSAGAK #50) -

7. TOTALINCOME
(e S minus ine 6) May be a negatrve number =

48,546

14



aaaaaaaaaaaaaaa

Treatment of Income in
FM

2 Available Income

— Portion of income remaining for
discretionary spending:

Total income
-Total Allowances

=Available Income (Al)
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Total Allowances

3 Allowances for taxes
— U. S. Income tax
paid
— Estimate of state and

other taxes
« State of residence

 Amount of total
income

— FICA
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Total Allowances

dIncome Protection Allowance-IPA
— Estimates amount needed for basic needs

— Based on BLS lower budget expenditures
adjusted for CPI

— Increases with each household member
— Decreases with each member in college
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Total Allowances

ad Employment

(¢ expense allowance
() Yo . Represents

¢\
additional costs

\0
\ when both parents
Session 15

N
work

— Applies to single
parent working
families
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REGULAR
2004-2005 EFC FORMULA [Y: DEPENDENT STUDENT WORKSHEET

Page 1

ALLOWANCES AGAINST PARENTS' INCOME

8. 2003 U5 income tax paid (FAFSA/SAR #74) 4.144
(tax filers only), I negative, enter zero ’

9. GSlate and othertax allowance 3,884
(Table A1 If negative, enter zero ) +

10. Fathers Socia Security tax allow. (Table A2) #] 3,672

11. Mothers Social Secunty tax allow. (Table A2)+ 0

12. Income protection allowance (Table A3) +| 17,060

)

13. Employment expense allowance

27

« Two working parents: 35% of the lesser of the
eamed incomes, or $3,000, whichever is less

7

« One-parent families 35% of eamed Income
or $3,000, whicheveris less

------

14. TOTAL ALLOWANCES =1 28.760

« Two-parent families, one working
parent enter zero +




REGULAR

2005 EFC FORMULA ﬂ: DEPENDENT STUDENT gﬁDRKSHEET
age 1

AVAILABLE INCOME

Total income (from line 7) 48,546

Total allowances (from line 14) *| 28,760

15. AVAILABLE INCOME (Al)

May be a negéative number

*STOP HERE if both of the following are true: line 3 is $15,000 or
less, plus the student and parents are eligible fo file a 2003 IRS
Form 1040A or 1040EZ (they are nol required o file a 2003 Form
1040), or they are not required fo file any income tax refum. If both
circumstances are frue, the Expected Family Contribution is
automatically zero.
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T::eatment of Assets in
FM

dAssets defined
— Cash, savings, checking
— Investments and trusts
— Real estate equity

— Business/farm equity (non-family farms

only)
- Protects first 60% of equity up to $100K

« Decreases protection percentage after $100K
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T::eatment of Assets in
FM

Cash, savings, checking

+Net worth of real estate and investments
+Adjusted net worth of business/farm
=Total Net Worth
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T::eatment of Assets in
FM

Total Net Worth

-Education Savings and Asset Protection
Allowance

=Discretionary Net Worth
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T::eatment of Assets in
FM

d Education Savings and Asset Protection
Allowance

— Protects assets for retirement and future
education costs

— Applies > age 25
* Increases with age
 Adjusted for marital status

— No protection for dependent students
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Orlando, Florida
...............

T:eatment of Assets in
FM

Discretionary Net Worth
X 12% (asset conversion rate)

=Contribution from Assets
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REGULAR
2004-2005 EFC FORMULA FN: DEPENDENT STUDENT WORKSHEET

Page 1
PARENTS CONTRIBUTION FROM ASSETS

486. Cash, savings & checking(FAFSA/SAR#81) 1,500
17. Net worth ofinvestments™ 1.000
(FAFSA/SSAR#82) >

If |‘|egatwe, enter zer

18.

MNet worth ofbusiness and/orinvastment fam
(FAFSA/SAR #83)
Itnegative, enterzero

19. Adusted net worth ofbusinessifam
(Calculate using Table 24 ) + 0
20. Net worth (sum oflines 16, 17, and 19) = 2,500
21, Educabon savings and asset
protection allowance (Table AS) - 43 ’200
22. Discretonary net worth 0
(e 20 minus ing 21) =
23. Assset conversion rate X A2

24,

CONTRIBUTION FROM ASSETS
If negative, enter Zero

**Do not include the family’s home,

**To calculate the parents’ contribution for other than 9-month
enroliment, see page 11.



Income

Parents’ Available Income (+/ -)
+Parents’ Contribution from Assets (+/ 0)
=Total Adjusted Available Income (+ / -)
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Determining Parents’
Contribution

dASs Income increases, amount needed
for basic household expenses

decreases

— Discretionary income increases
— Income available for education

Adjusted Available Income (AAl)
X AAIl contribution rate

=Total Parents’ Contribution from AAI
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Determining Parents’
Contribution

d Total contribution from AAl is divided
evenly among all household members
In college

Total PC from AAl = 9-month PC
Number in College

Session 15
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REGULAR

2004-2005 EFC FORMULA [[Y: DEPENDENT STUDENT WORKSHEET

Page 1

PARENTS CONTRIBUTION

Available Income (Al) (from ne 15) 19,786

Contribution from assets (from ne 24) + 0

25. Adjusted Available Income (AAIl) 19.7%6
May be a negatve numbear = >

26. Total parents’ contribution from AAI 4.820
(Calculate using Table A6, if negatve, enterzern ) ’

27. Numberin college in 20042005 1
(Exclude parents) (FAFSA/SAR #66) +

PARENTS CONTRIBUTION (standard
contribution for S-month enrollment)™

If negatve, enter zer

**Do not include the family’s home.

***To calculate the parents' contribution for other than $-month
enroliment, see page 11,
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Determining Student’s
Contribution

Total of student taxed + untaxed income
- state and federal taxes

- $2420 IPA
-allowance for parents’ negative AAl

= Available income (Al)
X 50% assessment of Al

= Student contribution from Al

Session 15
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REGLILAR
WORKSHEET

Fage 2

29,

Electronic Access Conference

Orlando, Florida
Las Vegas, Nevada

2004

STUDENT'S INCOME IN 2003

Adjusted Gross Income (FAFSA/SAR #35)
(If negative, enter Zero )

30. Income eamed from work (FAFSA/MSAR #38)
! AP AL LSS
31. Taxable Income !/};’/ZZ%
(Iftax filer, enter the amount from line 29 L
If non-tax filer, eanter the amount from line 30 )
VAL IS,
J32. Untaxed income and benefits f"///’
7
Total from FAFSA Worksheet A 0 7
(FAFSA/SAR #40)
#
Total from FAFSA Worksheet B 0 7
(FAFSA/MSAR #41) . ,f
Total untaxed income and benefits = 0
33. Taxable and untaxed income
(sum of line 31 and line 32) 1,660
34. Total from FAFSA Worksheet C

. TOTALINCOME

(FAFSA/SAR #42) - 0

(hne 33 minus line 24)

May be a negative number




REGLILAR
WORKSHEET

Fage 2

ALLOWANCES AGAINST STUDENT INCOME

Electronic Access Conference
Orlando, Florida
Las Vegas, Nevada
2004

36. 2003 U5 income tax paid (FAFSA/SAR #36)

(tax filers only); if negative, enter zero 0
37, Slate and other tax allowance

(Table AT If negative, enter zero ) + 100
38. Social Security tax dlowance (Teble A2)  #| 127
39. Income protection allowance +| 2420
40. Allowance for parerts negalive Adjusted

Avallable Income (Ifline 25 is negative,

anter line 25 as a postive number in line 40

IFline 25 is zero or positive, enter zero in 0

line 40 | +

41, TOTAL ALLOWANCES -



REGULAR
WORKSHEET
Fage 2

Electronic Access Conference

Orlando, Florida
Las Vegas, Nevad
2

a
004

STUDENT'S CONTRIBUTION FROM INCOME

Total income (rom e 35) 1,660
Total allowances (from Ine 1) | 2,647
42 Avallable income (Al o O

43 Assessmentof A X 50

44, STUDENT'S CONTRIBUITION FROM Al

ITnagative, anter zero
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Determining Student’s
Contribution

Cash, savings, checking

+Net worth of real estate and investments
+Adjusted net worth of business/farm
=Total Net Worth

X 35%

=Student contribution from assets
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REGULAR
WORKSHEET

Page 2

\ &)

STUDENT'S CONTRIBUTION FROM ASSETS e o orames
Las Vegas, 15963834
45. Cash, savings & chacking (FAFSA/SAR #43 ] 50

86. Networth ofirvestments®
(FAFSA/SAR #44) 0
If negative, anter Zero

47. Networth ofbusiness and/orinvestment fam

FAFSAISAR#45) 0
If neqative, enter zem +
48. Networth (sum of ines 45through47) : 50
49. Assessmert rate Xl 5

80. STUDENT'S CONTRIBUTION FROM ASSETS =

18

*Do not include the student’s home.

**To calculate the EFC for other than 9-month enroliment,
see the next page. 36



Parents’ Contribution
+Student’s Contribution from Al
+Student’'s Contribution from assets

= 9 month EFC

Session 15
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REGULAR
WORKSHEET

Fage 2

[ D R, ]

*c Access COnference\

EXPECTED FAMILY CONTRIBUTION

PARENTS' CONTRIBUTION

(o Ine 28) 4,820
STUDENT'S CONTRIBUTION FROM Al 0
(from hne 44) $

STUDENT'S CONTRIBUTION FROM ASSETS 18
(fam fne 50) ¢

§1. EXPECTED FAMILY CONTRIBUTION
(standard contnbution for 9-month

enroliment)™ If negative, enter zero

*Do not include the student’s home.
**To calculate the EFC for other than 9-month enroliment,
see the next page.



We appreciate your feedback and
comments. We can be reached:
Micki Roemer

Phone: 202-377-3452
Email: claire.roemer@ed.gov

Marianna Deeken
Phone: 206-615-2583

Email: marianna.deeken@ed.gov
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